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LO) VENTRODUCT ION 


This chapter provides the policies of the Regional Official 
Plan that are concerned with municipal finance in the Region. The 
second section describes the financial intentions of the Provincial 
Government in establishing regional government, the financial 
responsibilities of the Region and the issues related to municipal 
finance. The third section describes the municipal finance goal 
and principles which provide direction for the development of 
policies. these policies, which are divided into revenue and expend- 
LLUre grovps, ere 2dentitied i2n the fourth section, Finally, 
PLOGrams, £LOr further research 2n municipal finance as related to 


planning concerns are listed in section five. 


2.0 REGIONAL RESPONSIBILITIES AND ISSUES IN MUNICIPAL FINANCE 
a eee 


Dee 4 Respons ibs ities 


A major intention of the Province in establishing regional 
governments was to improve the financial position of municipalities 
in the rapidly growing and heavily urbanized portion of Ontario. 
Certain 'regional' services would be more efficiently provided by 
larger municipal governments and the costs of providing those 
services would be spread over a much larger and more diversified 
tax base. Thus the competition among municipalities for attractive 


rer 


tax assessment would be reduced. Furthermore, certain physical services 


such as sewers and water could be more easily provided by the removal 
of institutional barriers. 
A second intent in establishing regional government which is 


concerned with municipal finance relates to borrowing money for 


capital expenditures. With the backing of a large and diversified 
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tax bace, 26 was argued. that, an the long term, the cost of debentures 
would be significantly lower for Regional Governments than for most 
of the previous municipalities which had small tax bases and little 
nonresidential/farm assessment. 

In the act which established Hamilton-Wentworth, it is the 
responsibility of Regional Council to raise monies through property 
taxation, service charges and levies, the issue of debentures and 
the acceptance of grants from senior governments to pay for Regional 
expenses. Except in the instances of storm sewers and local improve- 
ment charges, the Region does not have the power to collect taxes 
directly on property but rather it apportions its requirements for 
revenues taking into account Provincial grants and other revenues, 
to the area municipalities according to each municipality's share 
of total equalized assessment in the Region. In special cases, 
certain revenue requirements, eg. funding the transit deficit, are 
apportioned to area municipalities on other bases. Service 
charges are paineeees directly by the Region. At present, 
these charges include a sewer surcharge, which is used to offset the 
cost of maintaining the sewage works; a water rate, which is used 
to offset the cost of the water supply system; transit fares, which 
are used to offset some of the cost of the Regional transit system 


and lot levies, which are applied to new urban developments in order 


to offset certain capital costs in servicing new developments. 
Conditional and unconditional grants are provided to the Region 

primarily by the Provincial Government. The levels of these grants 

are established solely by the Province. The Province has indicated 


~ 


that, in. future, the growth in’ the level of Provincial grants to 
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municipalities will increase at the same rate as total Provincial 
revenues. 

The Region has the responsibility in Hamilton-Wentworth for 
issuing debentures for its own purposes or on behalf Uae pee munici- 
palities. Debentures issued for area municipalities are fully paid 
by those area municipalities. Guidelines for the maximum limits on 
the level of debt of municipalities have been established by the 
Ontario Municipal Board. Each year the Ontario Municipal Board 
establishes capital expenditure quotas which specify the maximum 
amount of debt that the municipality can incur that year. The Region 
has established debt policies which are more restrictive than the 
Ontario Municipal Board policies. Generally, debentures are per- 
Wittead Only cr Capital facil sties, elthough- a munzieipality may 
finance all or any portion Cevits capital facilities Out of current 
revenues. 

Expenditures made by the Region are a function of its responsi- 
bilities and the level of service which the Region wishes to provide. 
In many instances, the Province directly or indirectly specifies the 
type and level of service which the Region must provide. Expenditures 
must be met by sufficient revenues, although any surplus revenues 


can be carried forward to the next year. 


Paes Tssues 


The issue of whether or not the Region can afford the preferred 
development plan or any plan is a crucial question, yet, it is also 
difficult to answer. To the extent that guidelines have been 
established (e.g., guidelines for debt levels), we can say that, 
based on our forecasts, the implementation of the plan will not 


exceed those guidelines if prudent municipal finance policies are pursued. 
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Therefore, the Region must address those issues in its financial 
policies which are its own responsibility. Yet, as will be shown 
by the following list of issues, only a few issues in municipal 


finance are solely the responsibility of the Region: 


- Revenue - Provincial Grants - In the recent past most munici- 
palities have avoided dramatic increases in the tax burden 
borne by the property owner because of rapid increases in grants 
from the Province. However, restraint programs indicate the 
Provincial grants to municipalities will not increase as rapidly as 
they have in the past. Unfortunately, municipalities have virtually 
no control over this major source of revenue. Furthermore, con- 
ditzonal Grants tend to distort the prioritizes of municipalities. 
Revenue - Property Taxes - In view of limitations on the growth 
Of Provincial grants, property owners may have to shoulder a 
higher proportion of municipal revenues. The static nature 
artifically imposed on assessment has detracted from the property 
tax base as a source of revenue for municipalities. This issue 
should be addressed if the Province implements the recommendations 
of the Commission on the Reform of Property Taxation. However, 
reform of the property tax base will undoubtedly cause some shifts 
in the tax burden among the taxpayers of the Region. Although dis- 
putes continue regarding the regressive nature of the property tax, 
there is generally agreement that the property tax is regressive 
for persons in the lowest income levels. These issues are solely 


within the Provincial realm of responsibility. 
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e Revenue - Commercial/Industrial Assessment - Regional Government 
was instituted in an attempt to minimize the competition among 
area municipalities for financially attractive assessment. Yet, 
the competition for this type of assessment continues unabated. 
Thus, there is a continuing incentive to plan to maximize 
assessment at the area municipality level rather than planning 
for the best 'regional' future. Is commercial/industrial assess- 
mént financially attractive for municipalities? If so, how can 
the tax base be reformed so as to minimize intraregional competi- 
tion for commercially attractive assessment? 

@® Revenue = Special Charges: = With respect to’ lot levies, how much 
of the cost of servicing new developments should be fairly borne 
by developers or by existing taxpayers? With respect to special 
charges, what proportion of capital charges for special services 
should be borne by people presently paying the service charges? 

e Revenue - Debt - How much of the cost of capital facilities should 
be borne by future taxpayers (i.e., debentures)? What is a toler- 
able debt level? 

e Expenditures -— Shitting: Responsibilities Between the Region And 
Area Municipalities - The Region has assumed a number of responsi- 
bilities which were formerly those of the area municipalities. 

In shifting responsibilities between municipal governments, 
expenditures should also be shifted without causing a sharp 
growth in the eependearesror all municipalities in the Region 
combined. Left unchecked, area municipalities may spend to the 
levels achieved before Regional Government even though their 


responsibilities have been reduced. 
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e Expenditures - Shifting Responsibilities Between The Province and 
The Region - The Province has indicated that, in the future, some 


of its responsibilities will be shifted to the Region. Will 
these shifts in responsibilities be accompanied by adequate 
shifts in resources to finance these new responsibilities? 

e Expenditures - Spending By Bodies Not Accountable to Regional 
Council - There are a number of bodies and agencies at the 
municipal level over which Regional Council has little or no 
direct control on the level of spending. Should these bodies 
be made more accountable to Regional Council or should attempts 
be made to indicate to Regional taxpayers the spending of special 


purpose agencies over which Regional Council has little control? 


® Expenditures - Rising Expectations and Government Expenditures - 


Continuing demands are being placed upon all levels of government 
to meet the needs of the public. Satisfying the growing expecta- 
tions of the public most often results in increases in government 
expenditures. Yet, the growth of government expenditures in 
excecs Or (ne Overall Ggrowtn Of The economy has’ beens qreatly 
criticised. Consideration was given to limiting the growth in 
Regional Government expenditures to the growth in the economy. 
However, Regional Government is faced with situations where 
expenditures, such as general welfare assistance, grow as the 
economy declines. THERE EOE er such a limit would be nearly 


impossible to achieve in years of economic hardship. 
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3.0 MUNICIPAL FINANCE GOAL AND PRINCIPLES 


Goal 
It shall be the goal of Regional Council: 
e to implement the Official Plan within the limits of sound and 


responsible financial policies. 


Principles 


Specific principles which provide a further elaboration of 

the above goal and a framework within which the financial policies 

of the Region were developed are listed below: 

e Ensure that sufficient funds are made available over the planning 
period to implement the policies of the plan; 

e Encourage the maximum use of existing facilities and resources 
of the municipality; 

e Consider new areas of expenditure only when the needs for the 
new expenditures have been justified and the financial resources 
are available; 

e Promote and encourage the development of financially attractive 
assessment only where it is consistent with the plan; 

e Over the long term, Regional Council will attempt to achieve 


a 'pay as you go' capital financing policy. 


ALO? LOLECLES 


Section 4.1 provides the policies which relate to the programs 
on which Regional funds are spent while section 4.2 establishes the 
policies which are concerned with raising the funds to meet the 
spending programs. The expenditure and revenue categories are 
further divided into the following policy areas: general, current 


and capital. 
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a) 


b) 


c) 


d) 


ara Expenditure Policies 


ol. Cenehal ex pena. ture POLUCy 


Regional Council will: 

approve only those current and capital expenditures which conform 
to the policies and programs identified in this plan; 
attempt to minimize the increase in Regional expenditures by 
controlling cost increases within the responsibility of Regional 
Council: 


approve new programs requiring the expenditure _of funds only 


alter: 
a) the need for the new program has been established; 
wei) the need cannot be met by the existing facilities or 


Services Of any evel of government operating within the 
Region; 
iii) the new program is within the area of the Region's 
responsibility; 
iv) it has been determined that there will be sufficient 
funds available to finance the program over the long 
term (5 years or more). 
publish annually a summary of the Regional budget to be sent to 
each property taxpayer in the Region. This summary will include: 
a5} expenditure by major function for the present budget year 
and the previous year; 
ay) revenue by major source for the present budget year and 
the previous year; 
iii) any explanatory notes deemed necessary, including spending 


by bodies or agencies not directly accountable to Regional 
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a) 


b) 


a) 


b) 


Council but on whose behalf Council is required to raise 
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fie CURE ent Expenditures 


Regional Council will: 
develop criteria and standards to measure the level and effici- 
ency of services provided by the Region in comparison with other 
like municipalities; 
apply the criteria and standards developed above to Regional 
services and where the application of the standards indicate 
that there is an opportunity to improve the delivery of Regional 
services Regional Council will undertake a review of the 


services so identified. 


(ale eae Capital Expenditures 


Reqzonal Council reatiirms 2s policy to: 
prepare and adopt annually, a five year capital budget identifying 


all approved capital facilities to be undertaken during the 


succeeding five years. The budget will include the following: 
15) se dasta.of andividual’ Gapital facilities; 
ia) a statement concerning the need for each facility; 


iii) estimated cost and timing of the facility; 

iv) method of financing the facility; 

v) impact of mranciee the capital facility on taxes. 

No new capital facility will be added nor will the timing of 
projects in the budget be altered except at the expense of other 
projects in the budget. 


Regional Council will: 


prepare a ten year capital facility program which will be integrated 


with the preparation of the five year capital budget. 


ae Wied kept = ap Oemed & 


oe ovine 


7 7 ok an AP | | eee LL ae ory, 


itetiek € 10 =e of cxty 252 areal 
imide «. , see 

oe a2 VSS 
ee. io) | 

er re n® | 2a PP Gee ded 

aa ees Sn w 
—— Cul See ce hi be See 
PENG 3 (kl wi; <1) 86 elas A ae — 


ij 
TI 


- 


7 


oSpwrae ss wi. cle Waifs 


Le du eR Ladies 


~. 


SAO 


4.2 Revenues 


4.2.1 General Revenue POLICY 


Regional Council will: 
a) encourage and support the Provincial Government in removing the 
regressive aspects of the property tax through the improvement 


of such income tax programs as the Property Tax Credit. 


The Provincial Government has sought to limit the growth of its 
transfer payments to municipalities (conditional and unconditional 
grants) to the growth in its revenue base (the Edmonton committment) . 
Significant changes in Provincial tax policies could have a notice- 
able impact on the Provincial monies made available to municipalities. 
Therefore, Regional Council will: 

b) request that the Provincial Government, when it Significantly 
alters its revenue base, inform municipalities of the impact 

that such alterations will have on the growth of transfer 

payments to municipalities. This information should be provided 


shortly after the Provincial tax changes are introduced. 


Provincial and municipal fiscal years are different, with the 
PYOvinCial fiscal year being April 1. to March 31 and the municipal 
fiscal year being January 1 to December 31. Until recently, the 
amount which municipalities could expect in the form of Provincial 
grants was not fully known aL well after the start of the municipal 
fiscal year. Regional Council will: 

c) encourage the Provincial Government to continue its recent 


policy of making the amount of Provincial grants to municipalities 


known in advance of the municipalities' fiscal year. 
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f) 


encourage the Provincial Government to involve municipalities 

in the determination and alteration of formulae which establish 
conditional grants ‘to municipalities: 

request that when the Provincial government teeneseee any 
Provincial responsibilities to the Region, the transfer be 
accompanied by sufficient funding sources to pay for the trans- 
ferred responsibilities. 

encourage the Federal government to become more actively involved 


in the financing of Municipal government programs. 
4.2.2 Current and Capital Revenues 


Current and capital revenues were combined because a number 


of revenue sources, particularly special charges, are a composite 


Of cCurrentrand Capital Limancing. 


Special Charges: 

Regional Council) reaffirms its policy that: 
Water rates and sewer surcharges be maintained at a level that 
will permit all expenditures for water and sanitary sewers 
including capital charges to be met from those rates and those 
surpluses created by water rates and sewer surcharges be set 
aside only for water and sanitary sewers respectively; 
annual debt charges for water and sanitary sewer purposes will 
not exceed 45% and 50% of the water and sanitary sewer revenues 
respectively. Should either of those rates be exceeded, the 
issuance of debentures for either water or sanitary sewer 
pruposes cease. These annual debt charge levels for water and 


sewers will be reviewed annually with the ultimate objective 


of reducing these debt levels to the minimum necessary to sustain 


the systems. 
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c) 


d) 


e) 


f ) 


g) 


Sloe 


Regional Council will: 
review its lot levy by undertaking a study to determine the 
Regional cost of providing hard and soft services to areas of 
new development. Once the study has been aenetered: Regional 
Council will then establish a Regional lot levy based on an 
equitable division of Regional costs of servicing new devel- 
opments between developers and property taxpayers; 
apportion the lot levy to specific Regional services on the 
basis of cost of providing services to areas of new development; 
develop a guideline indicating the proportion of transit costs 
which should be borne by the users of the Region's transit 
system through a user charge (transit fare). The establishment 
of the guidelines should take into consideration the goals of 
the transit system and senior government subsidies in addition 
to other financial and social considerations which may be 


relevant. 


Debt: 
Regional Council reaffirms its policy to: 
request that each area municipality establish policies that 
Will enable 22 to limit ats annual debt charges for local 
municipal purposes to 20% of the sum of the total local municipal 
levy (excluding levies for Regional and school purposes) and all 
local unconditional grants; 

limit the Regional annual debt charges for all tax supported 
services except for water and sewers to 15% of the sum of the 


Regional general levy and all unconditional grants and not to 


issue debentures on the Region's behalf for general purposes 
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when that limit is exceeded. Regional Council will review this 
debt level annually with the ultimate objective of reducing it 


to the minimum necessary. 


Regional Council will: 

request the Provincial government to transfer the responsibility 
for issuing debentures on behalf of the school boards to Regional 
Council should the school boards find it necessary to raise debt 
im ‘the private market. The school boards should be liable for the 
payment of principle and interest Po Rene ee issued by 


Regional Council on their behalt. 
PROGRAMS 


Several study programs have been identified in the above policies. 


These include: 


a) 


b) 


i) © measurement of the efficiency of delivery of Regional 
services on the basis of derived criteria and standards; 

ii) a study of the Regional lot levy; 

iii) development of guidelines regarding the proportion of 


transit revenue to be derived from transit user charges. 


In addition to the above studies, Regional Council will: 
undertake a study of commercial/industrial assessment so as 
to determine the net financial benefit to the area municipalities, 


the Region and residential/farm taxpayers of the Region in 


encouraging additional commercial/industrial assessment; 


Maintain and utilize a municipal finance model which will assess 


the long term municipal financial implications of major proposed 
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developments in the Region and any significant amendments to 


the Plan. 
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